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CONFIDENTIAL HONG KONG 9975 

E.O. 11652: GDS 
TAGS: ECON CH NATO 

SUBJ: ECONADS: REPORT ON ECONOMY OF THE PRC 

REF: AIUSNAT0 4813 B)HKA-96 QHKA-130 D) PEKING 1540 

1. THESE ARE COMMENTS ON THE FRG APPROACH TO PRC INDEBTNESS IN 
REF . A. 

2. PRC INDEBTNESS IS BROADER THAN MEDIUM-TERM DEFERRED CREDITS. 

IN REF B ) IT WAS ESTIMATE THAT DEBT OF ALL TYPES INCLUDING 
SHORT -TERM WAS APPROXIMATELY $1.6 BILLION AS OF 3/31/74. 

3. MEDIUM-TERM SUPPLIER CREDIT WAS ESTIMATED AT $758 MILLION ON THE 
SAME DATE. AFTER DEDUCTING 20 PERCENT OF THE CONTRACTED 
AMOUNT FOR DOWNPAYMENTS. 

COMPARABLE CALCULATION FOR 6/30/74 WOULD BE $939 
MILLION. THESE ESTMATES ASSUME THAT NO SCHEDULED REPAYMENT OF 
PRINCIPAL HAS YET TAKEN PLACE. WORKING ASSUMPTION IS THAT AMORTI- 
ZATION OF PRINCIPAL DOES NOT BEGIN UNTIL ALL EQUIPMENT HAS BEEN 
IMPORTED. FRG, ON OTHER HAND APPEARS TO ASSUME THAT AMORTIZATION 
BEGINS ALMOST IMMEDIATELY. WE WOULD BE MOST SKEPTICAL THAT 
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SERVICE PAYMENTS LISTED IN REF. A FOR 1972-74 TOOK PLACE. 
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